Rural Housing Service, USDA

as applicable, may finance such costs
as part of the Agency loan.

(b) Agency loans to finance the pur-
chase of REO property designated to be
sold as non-program property must
meet the following terms.

(1) A down payment of not less than
10 percent of the purchase price is re-
quired at closing.

(2) The interest rate will equal the
lesser of the prevailing interest rate at
the time of loan approval or loan clos-
ing for MFH loans plus one-half per-
cent.

(3) The note amount will be amor-
tized over a period not to exceed 10
years. If the Agency determines that
more favorable terms are necessary to
facilitate the sale, the note amount
may be amortized using a 30-year fac-
tor with payment in full due no later
than 10 years from the date of closing
(balloon payment). In no case will the
term be longer than the useful life of
the property.

(4) Agency loans to finance the pur-
chase of non-program REO property
are subject to the availability of funds.

(c) Loan limits and allowable uses of
loan funds specified in subparts B, L,
and M of this part, as applicable, are
applicable to any Agency-financed
(credit) sale of REO property.

(d) Title clearance and loan closing
for an Agency financed sale and any
subsequent loan to be closed simulta-
neously with the sale must meet the
requirements in subpart B of this part
for an initial loan, with the following
exceptions:

(1) A “Quit Claim’ or other non-war-
ranty deed will be used; and

(2) The buyer must pay attorney’s
fees, insurance costs, recording fees
and other customary fees unless they
are included in a subsequent loan and
the subsequent loan is for purposes
other than closing costs and fees.

(e) After approval of an Agency-fi-
nanced sale of occupied REO property
designated to be sold as program prop-
erty, but prior to closing, the pur-
chaser must prepare a budget for hous-
ing operations in accordance with sub-
part B of this part. If a rent increase is
necessary, procedures specified in sub-
parts E and F of this part for calcu-
lating rents, net tenant contributions,

§3560.550

and rental assistance will be followed
by the borrower.

§3560.506 Conversion of single family
type REO property to MFH use.

Single family type REO property
may be sold for conversion to MFH pro-
gram use under the following condi-
tions:

(a) The Agency will allow nonprofit
organizations, public bodies, or for-
profit entities to purchase single fam-
ily type REO property for conversion
to MFH program use. When the Agency
finances the sale of single family-type
REO property for conversion to rural
rental housing program use (i.e., MFH
including group homes and homes for
the elderly or disabled, farm labor
housing, or rural cooperative housing),
the sale price will be the lesser of the
Federal Government’s investment or
an amount based on the “‘as-is’”’ market
value of the housing project as deter-
mined by an appraisal conducted in ac-
cordance with subpart P of this part.

(b) The Agency will only accept writ-
ten offers to purchase two or more sin-
gle family type REO properties for con-
version to rural rental housing from
nonprofit organizations, public bodies,
or for-profit entities with a good record
of providing housing under the Agen-
cy’s MFH programs. The single family
type properties are not required to be
contiguous, however, they must be lo-
cated in close enough proximity so
that management capabilities are not
diminished because of distance.

§§ 3560.507-3560.549 [Reserved]

§3560.550 OMB control number.

The information collection require-
ments contained in this regulation
have been approved by the Office of
Management and Budget (OMB) and
have been assigned OMB control num-
ber 0575-0189. Public reporting burden
for this collection of information is es-
timated to vary from 15 minutes to 18
hours per response, including time for
reviewing instructions, searching exist-
ing data sources, gathering and main-
taining the data needed, and com-
pleting and reviewing the collection of
information. A person is not required
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